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PCSI TI ON STATEMENT: Ofered information on prelimnary audits
and audit requests.

ACTI ON NARRATI VE

CHAIR GENE THERRI AULT called the Legislative Budget and Audit
Commttee neeting to order at 5:23:44 PM Senators Therriault,
St edman, W | ken, and G een, and Representatives Sanuel s,
Chenaul t, Hawker, and Kerttula were present at the call to
order. Senat or Ben Stevens and Representative Joule arrived as
the neeting was in progress.

NAPPROVAL OF M NUTES
5:24:44 PM

CHAI R THERRI AULT announced that the first order of Dbusiness
woul d be the approval of the commttee m nutes.

REPRESENTATI VE SAMJELS nade a notion to approve the mnutes of
January 26, 2005. There being no objection, the mnutes from
t he meeting of January 26, 2005, were approved.

NEXECUTI VE SESSI ON
5:25:10 PM

CHAI R THERRI AULT announced that the next order of business woul d
be an executive session.

REPRESENTATI VE SAMJELS nmade a notion to nove to executive
session for the purpose of discussing confidential audit reports
under AS 24.20.301. There being no objection, the conmttee
went into executive session at 5:25:21 PM

SENATOR THERRI AULT brought the commttee back to order at
5:36:44 PM

5:36: 56 PM

REPRESENTATI VE SAMJELS made a notion for the prelimnary audit
for the Departnent of Transportation & Public Facilities Force
Account Projects to be released to the appropriate agency for

response. There being no objection, it was so ordered.

AOTHER COWM TTEE BUSI NESS
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5:37:19 PM

CHAI R THERRI AULT announced that the next order of busi ness would
be consideration of the Donald Shepler contract.

5:37:33 PM

JOE BALASH, Staff to Senator Therriault, explained that the
Legi sl ative Budget and Audit Committee entered into a contract
for the representation of Donald Shepler for the purpose of
negotiating the Federal Energy Regulatory Conm ssion (FERC
i ssues, specifically the open season regulations that were
pronmul gated by FERC The contract was authorized for up to
$75,000 and expired February 28, 2005. He related there has
been the suggestion that the commttee enter into a new contract
through M. Shepler's new place of enploynent, G eenberg
Traurig, LLP, which will specify M. Shepler at his existing
rates under his original scope of work.

5:38: 50 PM

CHAI R THERRI AULT added, on behalf of the Legislative Budget and
Audit Commttee M. Shepler continues to have interaction wth
FERC on its rulings and submts responses for "request for
rehearing” on the gas pipeline tariffs, expansion, rate setting
nmet hodol ogi es, et cetera. He highlighted that another reason
for the continuation of M. Shepler's work is the discussion of
FERC having a followup neeting in Al aska. M. Shepler has
agreed to continue his rates, which are below the standard rate
charged by his law firm he noted.

5:39: 57 PM

REPRESENTATI VE SAMJELS nmade a notion to authorize the Chair to
enter into a professional services contract wth the G eenberg
Traurig, LLP, for an ampbunt not to exceed $125,000. There being
no objection, it was so ordered.

AAUDI T REQUESTS

5:42: 03 PM

CHAI R THERRI AULT announced that the next order of business would
be legislative audit contracts.

5:42: 27 PM
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PAT DAVIDSON, Legislative Auditor, Al aska State Legislature,
requested the authority of the Legislative Budget and Audit
Conmittee to enter into two contracts. The first contract would
be for audit services to procure additional assistance to
conduct three sunset audits for the Board of Optonetrists, the
Board of Physical and OCccupational Therapy, and the Board of
Chiropractic Exam ners. The second contract is an award not to
exceed $50,000 to hire engineering consulting services. The
Departnment of Transportation & Public Facilities wuses no
nati onal benchmarks for identification, and therefore it's
prudent to procure engineering consulting services to identify
points of conparison and evaluate conparable projects between
the state and other jurisdictions.

5:43: 46 PM

REPRESENTATI VE SAMJELS made a notion for the commttee to
authorize the legislative auditor the authority to solicit and
award a contract for audit services not to exceed $35, 000.
There being no objection, it was so ordered.

5:44: 07 PM

REPRESENTATI VE SAMJELS nmade a notion for the commttee to
authorize the legislative auditor the authority to solicit and
award a contract for engineering consulting services not to
exceed $50,000. There being no objection, it was so ordered.

5:44: 20 PM

CHAI R THERRI AULT announced that the next order of business would
be the request for an audit by Representative Joul e.

5:44: 24 PM

M5. DAVIDSON relayed that the audit request by Representative
Joule and Senator O son requests the processes used by the
Departnent of Corrections to determne the bed rates for 15
comunity jails.

5:44: 43 PM
CHAI R THERRI AULT added that he encourages people to work wth

Ms. Davidson in order to help answer questions and aid in
shapi ng audit requests.
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5:45: 04 PM

M5. DAVIDSON said the terms of the audit wll focus on the
negoti ati on process the state uses when dealing with communities
for the aforenentioned particul ar services.

5:45:30 PM

SENATOR GREEN asked, "Wen there is an ongoing conflict that's
judicial in nature, with one of the entities, is there any
reason for us to wait until that's adjudicated before this is

begun; could it in any way be conflictive or inpact unduly?"

M5. DAVIDSON replied [legislative auditors] typically tend to
stay away from issues in litigation; she said she is not
inmplying the court wll take [the auditors'] word, however,
sonetinmes the courts do take notice of the findings. She added
that auditors try to reach an agreenent with audit requestors
for postponenent until litigation issues are resolved.

5:46: 54 PM

REPRESENTATI VE SAMUELS made a notion for the conmittee to
approve the audit request by Representative Joule and Senator
Oson [to determine the bed rates for 15 comunity jails].
There being no objection, it was so ordered.

NOTHER COWM TTEE BUSI NESS
5:47:01 PM

CHAI R THERRI AULT announced that the final order of business
woul d be appropriations.

CHAIR THERRI AULT asked the committee for authorization for
Representative Sanuels and hinself, once the supplenental is
signed [into law]j, to enter into contracts wth the state
agencies to receive the [appropriated] funding. He noted that
he was "confortable" having two signatures in order to approve
the funds to the state agencies.

5:48: 31 PM

REPRESENTATI VE SAMJELS nmade a notion to authorize the Chair and
Vice Chair to enter into a contract with the Departnent of
Adm nistration, Alaska GOl and Gas Conservation Comm ssion
(ACGCC), for reservoir studies and depletion plan evaluations
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related to the state gas pipeline and to bringing North Slope
natural gas to nmarket in an anount not to exceed $1.2 nillion

5:48: 53 PM

SENATOR GREEN al luded to the fact that the aforenmenti oned anount
is a large sum and perhaps all the commttee nenbers should
review the supplenental to address any problens it presents.

5:49: 25 PM

CHAIR THERRI AULT replied that the state agencies' concern is
whether [it is necessary to have] conmttee action every tine

money is doled out for billings that need to be covered. He
recalled that in previous sessions the commttee has authorized
the Chair to [issue contracts] for the total anount. He
highlighted that the Finance Conmttee in approving the
suppl emental [budget] reviews input from the agencies. The

Legi sl ative Budget and Audit Committee allows the state nore
oversight than just allocating those funds to the agencies, he
opi ned.

SENATOR CREEN asked, for clarification purposes, if the $1.2
mllion was intended for AOGCC or a variety of agencies and
depart nments.

CHAI R THERRI AULT clarified that the aforenenti oned notion was to
procure AOGCC to performthe specified work.

5:51:15 PM

REPRESENTATI VE  SAMJELS acknow edged that the anmount is
significantly greater t han previ ous anmount s aut hori zed.
However, he highlighted the difficulty in reconvening the
conmittee in the interim

SENATOR CGREEN suggested that if the nmotion is well defined, it
woul d address her concern.

5:51:52 PM

SENATOR STEDVAN asked how the Chair and Vice Chair signing the
appropriations and dispersing the nonies is interfaced back to
the commttee because normally those types of decisions are made
at the commttee level. He acknow edged that during the interim
it's difficult to gather a quorum and/or in a tinmely manner
execute the appropriations. He noted that he is unfamliar with
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the previous authorization procedures used by the Legislative
Budget and Audit Comm ttee.

CHAIR THERRI AULT replied that the appropriation can only be
spent on the legislation that was passed. He noted that it's
somewhat wunusual for the legislature to continue to be part of
this process. Generally, the |egislature passes the budget and
suppl enent al budget and appropriates it to the agencies with no
further interaction. The committee has to stay within those
confines of the appropriation. As the noney is doled out, the
commttee receives information from the agencies about the
expendi t ur es. He noted that the agency's information may only
be privy to the committee in executive session because of the
sensitivities of the negotiations under the Stranded Gas Act.
He reiterated that the commttee nmust [act] within the bounds of
t he appropriation, which was approved by the full body.

5:54:20 PM

SENATOR STEDMAN asked about the tinmeline of neetings during the
interim

REPRESENTATI VE SAMJELS recalled that |last year there were

working neetings every six weeks as well as eight days of
hearings on the gas pipeline. He added, "During the interim
it's an uphill battle, during the session its hard to get the
six people in this roomtogether ... it's a practical concern.™
5:55:18 PM

SENATOR BEN STEVENS asked what percentage of the $1.2 mllion
was the total appropriation and was that percentage a request of
t he [ AOGCC] .

CHAI R THERRI AULT replied 50 percent was his understanding. He
added that the agency has expressed concern about quarterly
rel eases because it doesn't allow enough flexibility to project
enough "access" without further conmttee interaction.

MR. BALASH clarified that of the four notions, for the four
di fferent appropriations, the AOGCC anmount is at 100 percent and
the others are at 50 percent. The AOGCC anmount is fairly well
defined and isn't dependent upon the pace of [the gas pipeline]
negotiations. The studies on reservoir analysis to set the off-
take limts in the fields "needs to be done," he said.

5:57:22 PM
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CHAI R THERRI AULT, in response to Senator Ben Stevens, clarified
that 100 percent is allotted for the AOGCC to conplete this
project, which needs to be done regardless of the pace of the
af orenenti oned negoti ati ons. The full anmpbunt wll be allocated
and the commttee can ask the agency for information during the
ongoi ng proj ect.

The commttee took an at-ease from5:59:28 PMto 5:59:40 PM

5:59:52 PM

CHAIR THERRI AULT reiterated the aforenmentioned appropriation
would be for the full project because it's fairly well defined
and the AOGCC needs to conplete this study regardl ess of the gas
pi peline negotiations. There being no objection, the notion to
authorize the Chair and the Vice Chair to enter into a contract

with the Departnment of Administration not to exceed $1.2 mllion
passed.
6: 00: 13 PM

REPRESENTATI VE SAMUELS nade a notion to authorize the Chair and
Vice Chair to enter into a contract with the Departnent of Law s
Ol, Gas and Mning Section for work related to the state gas
pipeline and to bringing the North Slope natural gas to market
and other oil and gas projects in an anount not to exceed $4.5
mllion.

6: 00: 43 PM

VR. BALASH, in response to Chair Therriault, said the
af orenmenti oned anount was for 50 percent of the appropriation.

6: 00: 50 PM

SENATOR BEN STEVENS asked, for clarification purposes, if the
aut hori zation was to dispense the funds and have the Departnent
of Law report back to the conmttee or if the Chair and Vice
Chair would dispense the funds as the projects are brought
forth.

CHAI R THERRI AULT replied the process can be done either way. He
noted that often tinmes, additional oversight is desired by the
commttee nmenbers in order to clarify the specifications of the
requests.

BUD COWM TTEE - 8- March 30, 2005



MR. BALASH added that administration officials want to utilize a
standard tenplate for each of the agencies to report their
progress, anount, vendor, specific tasks, and application. He
nmenti oned that the aforenentioned information could be contained
in the contract verbiage wth the agency, which could be
submtted in nonthly reports on activities and progress.

6: 03: 00 PM

REPRESENTATI VE SAMUELS opi ned that granting the approval to pay
bills is a bit of an "exercise."

6: 03: 23 PM

SENATOR BEN STEVENS asked, for clarification purposes, if the 50
percent was requested by the agency.

CHAI R THERRI AULT replied the 50 percent is "our nunber."

MR. BALASH rel ayed that the Departnent of Law has bills it needs
to pay.

6: 04: 34 PM

CHAI R THERRI AULT noted that the cash rate burden is fairly high
for sonme of the administration due to the procurenent of |ega
research and consultants for econom c nodeling. He indicated
that he is trying to determne the nmaxinm anmount the
adm nistration could justify spending between now and the fisca
year .

6: 05: 32 PM

REPRESENTATI VE CHENAULT related that the intent of the House
Finance commttee was to give the Legislative Budget and Audit
Commttee the oversight for the appropriations and to sone
extent control howit's spent.

CHAIR THERRI AULT related that the commttee wll have the
oversight to ensure the agency is using the appropriations for
| egiti mate reasons concerni ng gas pipeline issues.

6: 07: 43 PM
SENATOR BEN STEVENS related his belief that on one hand the

| egislature has to ensure that the agency's expenditures are
justifiable and it has access to the funds. However, on the
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ot her hand, the legislature doesn't want be in the position of
hol di ng back the reigns. He related that he envisioned the
commttee having the oversight to dispense funds after the
agency has justified its expenditures and therefore the
commttee has jurisdiction to allow the agency the continuation
of its projects.

CHAI R THERRI AULT related he is not predicting any disagreenents
between the conmttee and agency over the expenditures. If such
a disagreenment occurred and the admnistration blanmed the
| egislature for "holding things up,” the Chair and Vice Chair
woul d involve the conmttee and relay that the expenditures are
not justifiable within the appropriations and therefore is not
advi sabl e. He added that this particular notion for
appropriations to the Departnment of Law would go toward paying
the bills that have accrued.

6:11:40 PM

REPRESENTATI VE SAMJELS, in response to Senator Ben Stevens, said
the largest allocation is $4.5 million for the Departnment of
Law, the next is $2.65 mllion for the Departnent of Revenue,
and lastly $2.25 mnmllion for the Departnent of Natural
Resour ces. In further response to Senator Ben Stevens,
Representative Samuels confirnmed that all the [distributions]
are 50 percent.

6:12: 15 PM

CHAI R THERRI AULT asked if the aforenentioned |ower percentage
woul d not cause concern with the adm nistration.

MR. BALASH said he is wunaware of any concern, except as
mentioned earlier in relation to the Departnment of Law. I n
response to Senator Ben Stevens, M. Balash relayed that he did
not know t he anount of the Departnent of Law s bills.

6:12: 47 PM

SENATOR STEDMAN related his belief that the closer the conmttee
gets to 100 percent [disbursenent] the nore oversight the
commttee loses and it all sits on the "shoulders" of the Chair
and Vice Chair. He asked if it would be possible to grant a
heavier allocation up-front to the Departnent of Law, while
providing the other agencies with a slightly lower allocation
in order to have nore conm ttee oversight.
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CHAIR THERRI AULT reiterated that the notion is for the 50
percent appropriation to the Departnent of Law, and if the
conmmttee wants a |ower percentage for the other agencies in
order for nore oversight, that is possible.

6: 13: 31 PM

SENATOR STEDVAN asked if the allocation for the Departnent of
Law coul d be in 25 percent increnents.

CHAI R THERRI AULT replied, "Certainly."
6:14: 13 PM

SENATOR BEN STEVENS related that he is nore confortable with a
30-35 percent increnent for the Departnment of Law and then
havi ng oversi ght neeti ngs.

6: 14: 54 PM

CHAIR THERRI AULT said there being no objection, the notion to
authorize the Chair and the Vice Chair to enter into a contract
with the Departnment of Law in an anobunt not to exceed $4.5
mllion passed.

6:15: 04 PM

SENATOR BEN STEVENS asked if the other agency requests could be
net at a 35 percent allocation.

CHAI R THERRI AULT related that the other agencies aren't as task
specific and dollar sure.

6: 15: 49 PM

REPRESENTATI VE SAMUELS nmade a notion to authorize the Chair and
Vice Chair to enter into a contract with the Departnment of
Nat ural Resources for work related to the state gas pipeline and
to bringing North Slope natural gas to market for risk analysis,
royalty issues, gas pipeline corridor geologic hazards, and
resource evaluation in an amobunt not to exceed 35 percent of the
allocation that was in the fast track supplenental budget.
There being no objection, it was so ordered.

6: 16: 40 PM
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REPRESENTATI VE SAMJELS nmade a notion to authorize the Chair and
Vice Chair to enter into a contract with the Departnent of
Revenue, comm ssioner's office, for work related to the state
gas pipeline and to bringing North Slope natural gas to market
in an anpbunt not to exceed 35 percent of the allocation that was
allocated in the fast track suppl enent.

6:17: 05 PM

REPRESENTATI VE SAMJELS, in response to Senator Ben Stevens, said
the anount allocated would be approximately $1.7 mllion. In
further response to Senator Ben Stevens, Representative Sanuel s
related there was no allocation notion specified on the vote
sheet for the Al aska Natural Gas Devel opnent Authority (ANGDA).

CHAI R THERRI AULT said that the conmttee may have "m ssed" the
ANGDA al l ocation and will revisit that later in the nmeeting.

CHAI R THERRI AULT t here being no objection, it was so ordered.
6:18: 57 PM

REPRESENTATI VE SAMJELS noved to authorize the Chair and Vice
Chair to enter into a contract with the Departnent of Revenue,
comm ssioner's office, for work related to the state gas
pipeline bringing North Slope natural gas to market "relating
with ANGDA" in an anmount not to exceed 35 percent of the
allocation that was allocated in the fast track suppl enental.

6:19: 30 PM

MR. BALASH, in response to Senator Ben Stevens, clarified that
the Departnent of Natural Resources conducted the previous in-
state demand study. He relayed he was unaware of the additional
wor k ANGDA "has in mnd."

6: 20: 32 PM

SENATOR BEN STEVENS, in response to Chair Therriault, related
that the supplenmental [increment] for ANGDA states, "lIncreased
wor kl oad for gas pipeline (Funding would go through LB&A w FYO7
| apse date)".

6: 20: 53 PM

MR. BALASH stated that he received an email about the right-of-
way application fromthe Palnmer to dennallen spur.
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6:21: 07 PM

SENATOR BEN STEVENS sai d that because of the FY 07 | apse date, a
three-year contract with 35 percent wupfront would allow the
commttee oversight, and therefore he said he had no problem
with allocating 35 percent "up front".

6:21: 24 PM

CHAIR THERRI AULT said there being no objection, it was so
or der ed.

ADJ QURNVENT
6:21: 51 PM
There being no further business before the conmttee, the

Legi sl ati ve Budget and Audit Committee neeting was adjourned at
6:21 p. m

BUD COWM TTEE - 13- March 30, 2005



